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DAVID A. MASKE

Certified Public Accountant
110 West 4" Street, Suite # 205 712/262-6087
P.O. Box 1297 (fax) 712/262-6089
Spencer, IA 51301

INDEPENDENT AUDITOR’'S REPORT

To the Board of Education of the
Ruthven-Ayrshire Community School District:

| have audited the accompanying financial statements of the governmental activities, the business type activities,
each major fund and the aggregate remaining fund information of Ruthven-Ayrshire Community School District,
Ruthven, lowa, as of and for the year ended June 30, 2004, which collectively comprise the District's basic
financial statements listed in the table of contents. These financial statements are the responsibility of District
officials. My responsibility is to express opinions on these financial statements based on my audit.

| conducted my audit in accordance with U.S. generally accepted auditing standards, Chapter 11 of the Code of
lowa, and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards and provisions require that | plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting princi ples used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. | believe
that my audit provides a reasonable basis for my opinions.

In my opinion, the financial statements referred to above pre sent fairly, in all material respects, the respective
financial position of the governmental activities, the business type activities, each major fund, and the aggregate
remaining fund information of Ruthven-Ayrshire Community School District at June 30, 2004, and the respective
changes in financial position and cash flows, where applicable, for the year then ended in con formity with U.S.
generally accepted accounting principles.

As described in Note 10 to the financial statements, during the year ended June 30, 2004, Ruthven-Ayrshire
Community School District adopted Governmental Accounting Standards Board Statement No. 34, Basic
Financial Statements - and Management's Discussion and Analysis - for State and Local Governments;
Statement No. 37, Basic Financial Statements - and Management's Discussion and Analysis - for State and
Local Governments: Omnibus: and Statement No. 38, Certain Financial Statement Note Disclosures ; Statement
No. 41, Budgetary Comparison Schedule — Perspective Differences; and Interpretation No. 6, Recognition and
Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements.

In accordance with Government Auditing Standards, | have also issued my reports dated December 13, 2004, on
my consideration of Ruthven-Ayrshire Community School District’s internal control over financial reporting and
my tests of its compliance with certain provisions of laws, regulations, contracts and grants. Those reports are
an integral part of an audit performed in accordanc e with Government Auditing Standards and should be read in
conjunction with this report in considering the results of my audit.

Management’s Discussion and Analysis and budgetary comparison information on pages 3 through 5 and 25
through 27 are not required parts of the basic financial statements, but are supplementary information required
by the Governmental Accounting Standards Board. | have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. | did not audit the information and express no opinion on it.

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Ruthven-Ayrshire Community School District's basic financial statements. Other auditors previously audited, in
accordance with the standards referred to in the sec ond paragraph of this report, the financial statements for the
three years ended June 30, 2003 (none of which are presented herein) and expressed unqualified opinions on
those financial statements. Other supplemental information included in Schedules 1 through 4 is presented for
purposes of additional analysis and is not a required part of the basic financia | statements. Such information has
been subjected to the auditing procedures applied in my audit of the basic financial statements and, in my
opinion, is fairly stated in all material respects in relation to the aforementioned statements taken as a whole.

DAVID A. MASKE
Certified Public Accountant
December 13, 2004
Spencer, lowa
Page 2



MANAGEMENT’S DISCUSSION AND ANALYSIS

Ruthven-Ayrshire Community School District provides this Management's Discussion and Analysis of its financial
statements. This narrative overview and analysis of the financial activities is for the fiscal year ended June 30,
2004. We encourage readers to consider this information in conjunction with the District’ s financial statements,
which follow.

Because the District is implementing new reporting standards for this fiscal year with significant changes in content
and structure, much of the information is not easily comparable with prior years. However, in future years,
comparison will be more meaningful and will go further in explaining the District’s financial position and results of
operations.

2004 FINANCIAL HIGHLIGHTS

General Fund revenue decreased from $2,208,225 in fiscal 2003 to $2,172,080 in fiscal 2004, while General fund
expenditures increased from $2,045,004 to $2,098,421 in fiscal year 2004. The District's General Fund balance
increased from $438,041 in fiscal 2003 to $512,201 in fiscal 2004.

USING THIS ANNUAL REPORT

The annul report consists of a series of financial statements and other information, as follow s:

Management’s Discussion and Analysis introduces the basic financial statements and provides an analytical
overview of the District’s financial activities.

The Government-wide Financial Statements consist of a Statement of Net Assets and a Statement of
Activities. These provide information about the activities of Ruthven-Ayrshire Community School District as
a whole and represent an overall view of the District’s finances.

The Fund Financial Statements tell how governmental services were financed in t he short term as well as
what remains for future spending. Fund financial statements report Ruthven-Ayrshire Community School
District's operations in more detail than the government -wide statements by providing information about the
most significant funds. The remaining statements provide financial information about activities for which
Ruthven-Ayrshire Community School District acts solely as an agent or custodian for the benefit of those
outside of County government.

Notes to financial statements provide additional information essential to a full understanding of the data
provided in the financial statements.

Required supplementary information further explains and supports the financial statements with a
comparison of the District’s budget for the year.

Other Supplementary Information provides detailed information about the nonmajor Special Revenue Funds.
REPORTING THE DISTRICT'S FINANCIAL ACTIVITIES

Government-wide Financial Statements

The Government-wide financial statements report information about the District as a whole using accounting
methods similar to those used by private-sector companies. The Statement of net Assets includes all of the
District's assets and liabilities. All of the current year's revenue and expenses are accounted for in the Statement of
Activities, regardless of when cash is received or paid.

The two government-wide financial statements report the District's net assets and how they have changed. Net
assets — the difference between the District's assets and liabilities — are one way to measure the District’s financial
health or financial position. Over time, increases or decreases in the District's net assets are an indicator of
whether financial position is improving or deteriorating. To assess the District’'s overall health, additional non-
financial factors, such as changes in the District’'s property tax base and the condition of school buildings and other
facilities, need to be considered.
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In the government-wide financial statements, the District’s activities are divided into two categories:

§ Governmental activities: Most of the District's basic services are included here, such as regular and special
education, transportation and administration. Property tax and state aid finance most of these activit ies.

Business type activities: The District charges fees to help cover the costs of certain services it provides. The
District’s school nutrition program is included here.

Fund Financial Statements

The fund financial statements provide more detailed information about the District's funds, focusing on its more
significant or “major” funds — not the District as a whole. Funds are accounting devices the District uses to keep
track of specific sources of funding and spending on particular programs.

Some funds are required by state law and by bond covenants. The District establishes other funds to control and
manage money for particular purposes, such as accounting for student activity funds, or to show that it is properly
using certain revenues, such as federal grants.

The District has two kinds of funds:

1) Governmental Funds: Most of the District's basic services are included in governmental funds, which generally
focus on (1) how cash and other financial assets that can readily be converted to cash flow in and out and (2)
the balances left at year-end that are available for spending. Consequently, the governmental fund statements
provide a detailed short-term view that helps determine whether there are ore or fewer financial resources that
can be spent in the near future to finance the District’s programs.

The District's governmental funds include the General Fund, Special Revenue Funds, Debt Service Fund and
Capital Projects Fund.

The required financial statements for governmental funds include a balance sheet and a statement of revenues,
expenditures, and changes in fund balances.

2) Proprietary funds: Services for which the district charges a fee are generally reported in proprietary funds.
Proprietary funds are reported in the same way as the government-wide financial statements. The District’'s
Enterprise Funds, one type of proprietary fund, are the same as its business type acti vities, but provide more
detail and additional information, such as cash flows. The District currently has one Enterp rise Fund, the
School Nutrition Fund.

Reconciliations between the government-wide financial statements and the fund financial statements follow the fund
financial statements.

Governmental Activities
For 2004, revenues for governmental activities were $2,346,162 and expenses were $2,317,228.

The cost of governmental activities was financed with $929,665 in property and other taxes, and $981,925 from
state sources, and $111,729 from federal sources.

Business Type Activities

Revenues for business type activities were $93,394 and expenses were $90,894. The District's business type
activities include the School Nutrition Fund. Revenues of these activities were comprised of charges for service,
federal and state reimbursements and investment income.
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INDIVIDUAL FUND ANALYSIS

Governmental Fund Highlights
The General Fund balance increased from $438,041 to $512,201.
The Physical Plant and Equipment Levy (PPEL) Fund balance decreased to $2 63,491 in fiscal 2004 from $289,266
in fiscal 2003.

The Capital Projects Fund balance increased from $-0- in 2003 to $5,817 in 2004.
The Management Fund balance decreased to $34,609 in 2004 from $53,960 in 2003.

Proprietary Fund Highlights

School Nutrition Fund net assets increased from $26,915 at June 30, 2003 to $29,415 at June 30, 2004.

BUDGETARY HIGHLIGHTS
The District’s receipts were $24,300 more than budgeted receipts, a variance of 1%.
Total expenditures were less than budgeted by $554,790.

In spite of the District's budgetary practice, the certified budget was exceeded in the other expenditures functional area
due to the timing of disbursements paid at year -end without sufficient time to amend the certified budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
At June 30, 2004, the District had invested $1.9 million, net of accumulated depreciation, in a broad range of capital
assets including land, buildings, athletic facilities, computers, audio -visual equipment and transportation equipment.

More detailed information about the District's capital assets is presented in Note 5 to the financial statements.
Depreciation expense for the year was $41,575.

Long-Term Debt
At June 30, 2004, the district had no outstanding bonds or notes payable.
CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide the District’s citizens, taxpayers, customers, investors, and creditors with a
general overview of the District’s finances and to demonstrate the District's accountability for the money it receives. If
you have questions about this report or need additional information, contact Regina Reynolds, District Secretary /
Treasurer.
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BASIC FINANCIAL STATEMENTS



ASSETS

Cash and Cash Investments:

Receivables:

Property Tax:
Delinquent
Succeeding Year

Accounts

Due from Other Governments
INVENLONIES. ...ooe i
Capital Assets, Net of Accumulated Depreciation

TOTAL ASSETS

LIABILITIES

Accounts Payable
Salaries and Benefits Payable
Deferred Revenue — Succeeding Year Property Tax
Long-Term Liabilities:
Portion Due Within One Year:
Compensated Absences
Portion Due After One Year:
Early Retirement

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of Related Debt

Restricted For:
Management Levy
Physical Plant and Equipment Levy
Other Special Revenue Purposes

unrestricted.........cccocvverieenieeeneen,

TOTAL NET ASSETS

See notes to financial statements.

RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

STATEMENT OF NET ASSETS
JUNE 30, 2004

Exhibit A

BUSINESS
GOVERNMENTAL  TYPE
ACTIVITIES  ACTIVITIES TOTAL
$1,029,411 $ 23268  $1,052,679
12,780 -0- 12,780
923,300 -0- 923,300
1,996 -0- 1,996
2,948 -0- 2,948
-0- 2,175 2,175
1,947,473 3,972 1,951,445
$3.917,908 $ 29415  $3,947.323
$ 28563 % 0- $ 28563
160,968 -0- 160,968
923,300 -0- 923,300
1,225 -0- 1,225
25,050 -0- 25,050
$1,139106  $ -0-  $1,139.106
$1,947,473 $ 3972  $1,951,445
34,669 -0- 34,669
263,491 -0- 263,491
41,426 -0- 41,426
491,743 25,443 517,186
$2.778.802 $ 29415  $2,808,217
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Functions / Programs:
Governmental Activities:
Instruction:

Regular INStruCtion..........cccceverieeeesiiiees ceveesiiieeenns

Special Instruction ...

Other INSTIUCHION .....ccvvieeeiiiee e e

Support Services:

StUAENt SEIVICES......uvviiieeeeeieiiiiireiees cveeiiiiee e

Instructional Staff Services
Administration Services .....
Operation & Maintenance of Plant Services......

Transportation ServiCes .........ccoeveiiieeeriiiees coveeenne

Other Expenditures:

Facilities ACQUISIION ........cceeeiiiiiieiiiiieee e

AEA Flowthrough

Total Governmental Activities

Business Type Activities:
Non-Instructional Programs:

Food Service Operations .........c.ccceeeeiiieeeeiines vevee.

TOTAL

General Revenue:
Property Tax Levied For:

General PUIPOSE.......c.ceviiiiiieiieciiee e

Capital Outlay ........ccovevveeiiiieeennns
Local Option Sales and Service Tax
Unrestricted State Grants ...........cccceeviieeeiiienes oo

TOTAL GENERAL REVENUES

Change in Net Assets
Net Assets — Beginning of Year, as Restated
Net Assets — End of Year

See notes to financial statements.

RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2004

NET (EXPENSE) REVENUE

----------------- PROGRAM REVENUES

AND CHANGES IN NET ASSETS

Exhibit B

OPERATING CAPITAL
GRANTS, GRANTS,
CONTRIBUTIONS CONTRIBUTIONS BUSINESS
CHARGES FOR & RESTRICTED & RESTRICTED GOVERNMENTAL TYPE
EXPENSES SERVICE INTEREST INTEREST ACTIVITIES ACTIVITIES TOTAL

.......... $ 1,000,067 $ 0- 3 390,286 $ 0- $  (609,781) -0- (609,781)
350,817 -0- -0- -0- (350,817) -0- (350,817)
.......... 137,768 44,286 -0- -0- (93.482) -0- (93.482)
$ 1488652 $ 44286 $ 390286 $ 0- $ (1,054,080) -0- (1,054,080)
.......... $ 53979 $ 0- 3 0- 3 0- 3 (53,979) -0- (53,979)
..... 31,770 -0- -0- -0- (31,770) -0- (31,770)
..... 308,610 -0- -0- -0- (308,610) -0- (308,610)
..... 155,451 -0- -0- -0- (155,451) -0- (155,451)
.......... 83,687 -0- -0- -0- (83.687) -0- (83.687)
$ 633497 $ 0- 3 0- 3 -0- $  (633,497) -0- (633,497)

.......... $ 0- 3 0- 3 0- 3 25075 $ 25,075 -0- 25,075

79.743 -0- 79,743 -0- -0- -0- -0-

$ 79743 $ 0 3 79743 $ 25075 $ 25,075 -0- 25,075
$ 2201892 $ 44286  $ 470,029 $ 25075 $ (1,662,502) -0- (1,662,502)

.......... 90,894 41,779 51,615 -0- -0- 2,500 2,500
$ 2202786 $ 86,065 $ 521,644 $ 25075 $ (1,662,502 2,500 (1,660.002)

......................................................................................................................................... $ 852,656 -0- 852,656

......... 71,192 -0- 71,192

5,817 -0- 5,817

............... 877,107 -0- 877,107

......................................................................................................................................... 501 -0- 501

$ 1.807.273 -0- 1,807,273

$ 144,771 2,500 147,271

2,634,031 26,915 2,660,946

$ 2778802 29.415 2,808,217
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

ASSETS

Cash and Pooled Investments:

Receivables:
Property Tax:

Delinquent.........ccccooeiiiiiiiiiiieceiiee,
Succeeding Year........ccooovecvvveeenennnnn.
ACCOUNTS ..oviiiiii e
Due from Other Funds............ccovvvveereenens
Due from Other Governments .................

TOTAL ASSETS

LIABILITIES AND FUND BALANCE

Liabilities:

Accounts Payable ............cccooveeieeeiinin,
Salaries and Benefits Payable............
Due to Other Funds ........ccccocovvvvneenne

Deferred Revenue:

Succeeding Year Property Tax.........

TOTAL LIABILITIES

FUND BALANCES

UNreserved .......coooeeeeeviviiee e

TOTAL LIABILITIES AND
FUND BALANCES

See notes to financial statements.

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2004

Exhibit C

NONMAJOR
CAPITAL SPECIAL
GENERAL PROJECTS REVENUE TOTAL
$ 657,862 $ 4,701 $ 366,848 $1,029,411
11,384 -0- 1,396 12,780
832,000 -0- 91,300 923,300
1,830 -0- 166 1,996
8,726 -0- -0- 8,726
1,832 1,116 -0- 2,948
$1,513,634 $ 5,817 $ 459,710 $1,979,161
$ 8,465 $ -0- $ 20,098 $ 28,563
160,968 -0- -0- 160,968
-0- -0- 8,726 8,726
832,000 -0- 91,300 923,300
$1,001,433 $ -0- $ 120,124 $1,121,557
512,201 5,817 339,586 857,604
$1,513,634 $ 5,817 $ 459,710 $1,979,161
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Exhibit D

RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

RECONCILIATION OF THE BALANCE SHEET — GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS

JUNE 30, 2004

Total Fund Balances of Governmental FUNdS (Page 10) .......ccooiiiiiiiiiiiieineieeeeee e $ 857,604

Amounts reported for governmental activities in the
Statement of Net Assets are different because:

Capital Assets used in governmental activities are not
financial resources and, therefore, are not reported as
assets in the governmental fUNAS ..o 1,947,473

Long-term liabilities, including compensated absences,
early retirements, are not due and payable in the current

period and, therefore, are not reported in the funds ..o, (26,275)
Net Assets of Governmental Activities (Page 7) $ 2,778,802

See notes to financial statements.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2004

Revenues:
Local Source:

TOTAL REVENUES

Expenditures:
Current:
Instruction:
Regular Instruction ..........cccccceeeeeenn.
Special Instruction ............ccceecvvvvnenn.
Other Instruction..................ool.

Support Services:
Student Services ........cocevevverneennne
Instructional Staff Services...............
Administration Services....................
Operation & Maintenance of
Plant Services.......c.cccoevvveveneeennne
Transportation Services....................

Other Expenditures:
Facility Acquisition .........ccccceeeevvvivnnnnn.
AEA Flowthrough.........cccccccoiiiiiiinnn.
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

Other Financing Sources (Uses):
Equipment Sale ...,

Net Change in Fund Balances

FUND BALANCES - BEGINNING OF
YEAR, as restated (Note 10)

FUND BALANCES — END OF YEAR

See notes to financial statements.

Exhibit E

NONMAJOR
SPECIAL

GENERAL  PROJECTS  REVENUE TOTAL
$ 832,581 $ 91267 $ 929,665
126,847 -0- 126,847
144,094 51,902 195,996
956,829 25,096 981,925
111,729 -0- 111,729
$2,172,080 $ 168265  $2.346,162
$ 998,876 $ 16,855  $1,015,731
350,817 -0- 350,817
88,006 49,762 137,768
$1.437,699 $ 66617  $1504,316
$ 53,779 $ 200 $ 53,979
31,770 -0- 31,770
300,607 8,003 308,610
120,376 20,190 140,566
74,447 34,424 108,871

$ 580,979 $ 62817 $ 643,796
$ -0- $ 89373 $ 89373
79,743 -0- 79,743

$ 79,743 $ 89373 $ 169.116
$2.098,421 $ 218807  $2,317,228
$ 73,659 $ (50,542) $ 28,934
501 -0- 501

$ 74,160 $ (50,542) $ 29,435
438,041 390,128 828,169
$ 512201 $ 5817 $ 339586 $ 857,604
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

Exhibit F

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES — GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2004

Net Change in Fund Balances - Total Governmental Funds (Page 10) ......cccccccovviiiiiiiieennenns

Amounts reported for governmental activities in the
Statement of Activities are different because:

Capital outlays to purchase or build capital assets are
reported in governmental funds as expenditures. However,
those costs are not reported in the Statement of Net Assets
and are allocated over their estimated useful lives as deprec-
iation expense in the Statement of Activities. Capital outlay
expenditures exceeded depreciation expense in the current
year, as follows:

Expenditures for Capital ASSEtS ......ccceeeviviiiiiiiiiiie e $ 156,911
Depreciation EXPENSE .....couiiiii it (41,575)

115,336

Change in Net Assets of Governmental Activities (Page 7)

See notes to financial statements.

$ 144771

Page 11



Exhibit G

RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

STATEMENT OF NET ASSETS
PROPRIETARY FUND

JUNE 30, 2004

School
Nutrition
ASSETS
Cash and Cash EQUIVAIENTS..........uuuiiiiiie e e e e s e e e s s e e e e e e e e e e s e nnnnaee s $ 23,268
TN VZ=T ) (o T 1 T= T3 2,175
Capital Assets, Net of Accumulated DeprecCiation .............eeeeeeeeiiciiiieein i e e e e e sseeeeeeee 3,972
TOTAL ASSETS $ 29,415
LIABILITIES
[N 0T T PRSPPI $ -0-
NET ASSETS
Invested in Capital Assets, Net of Related Debt ... $ 3,972
8= ol (=0 H PRSPPI 25,443
TOTAL NET ASSETS $ 29,415

See notes to financial statements.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

Exhibit H

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUND
YEAR ENDED JUNE 30, 2004

Operating Revenues:
Local Sources:

Charges fOr SEIVICE ...

Operating Expenses:
Non-Instructional Programs:
Food Service Operations:

Y= 1 F= 1T
21T LS 1T
PUIChaSEd SEIVICES.......cocieveieei it e e
SUPPHES -t
(12T 0] L= = 1o o S

TOTAL OPERATING EXPENSES
OPERATING LOSS

Non-Operating Revenues:

STALE SOUICES ..uiiitiii it e e e e e ees
FEAEral SOUICES .....covvevieii ettt e e e e e e e eees
INEEIESE INCOMIE ...eiii e e

TOTAL NON-OPERATING REVENUES
CHANGE IN NET ASSETS
NET ASSETS — BEGINNING OF YEAR

NET ASSETS — END OF YEAR

See notes to financial statements.

School
Nutrition

$ 90,894
$  (49,115)
$ 1,522
50,078

15

$ 51615
$ 2,500

26,915

$ 29,415
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

STATEMENT OF CASH FLOWS
PROPRIETARY FUND

YEAR ENDED JUNE 30, 2004

Cash Flows from Operating Activities:

Cash Received from Sale of Lunches and BreakfastS..........ccccoceeiiiiiee i
Cash Paid to EmMpPIoyees fOr SEIVICES ......ccooiiiiiiiiiiieie e
Cash Paid to Suppliers for GOOAS OF SEIVICES ......cuvieeiiiiiiiiiiiieeee e eieeer e e e sereee s

NET CASH USED BY OPERATING ACTIVITIES

Cash Flows from Non-Capital Financing Activities:

State GrantS RECEIVE. ........uuuuiiiiiiiieieee et e e e e e e e et e e e e s e eeba e e e e e seeebeeens
Federal GrantS RECEIVEU..........coouuiiiiee ettt e e e e e e e aa e e e aaaes

NET CASH PROVIDED BY NON-CAPITAL
FINANCING ACTIVITIES

Cash Flows from Investing Activities:

INTErESt ON INVESTMENTS . oviiiiiiiii e et e e e re e e st e e s e e st e eaeesteesnaeeen

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS - END OF YEAR

Reconciliation of Operating Loss to Net Cash Used by Operating Activities:

(@] 0= = 1T TN 0 1RSSR

Adjustments to Reconcile Operating Loss to Net Cash Used by Operating Activities:
COMMOAILIES USEA .....oeeiiiiiiiiee ettt ettt
(DT o] (=Toi = 1[0 ] o PP PUOUPTPPPPTPR
(INCrease) iN INVENTOTIES .....ciiiii i it e ettt e e e s e e e e e e s e st e e e e e e e s e s snnnnrrneraeaeeaans

NET CASH USED BY OPERATING ACTIVITIES

Non-Cash Investing, Capital and Financing Activities:

Exhibit |

School
Nutrition

$ 41,779
(41,765)
(40.285)

$  (40,271)

$ 1,522

40,335

$ 41857
$ 15
$ 1,601
21,667
$ 23268
$  (49,115)
8,035
827
(18
$  (40,271)

During the year ended June 30, 2004, the District received $8,035 of federal commodities.

See notes to financial statements.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Ruthven-Ayrshire Community School District is a political subdivision of the State of lowa and operates public
schools for children in grades kindergarten through twelve. The geographic area served includes the cities of
Ruthven and Ayrshire, lowa, and the predominate agricultural territory in the surround ing counties. The District is

governed by a Board of Education whose members are elected on a non -partisan basis.

The District’s financial statements are prepared in conformity with U.S. generally accepted accounting princip les

as prescribed by the Governmental Accounting Standards Board.

A.

REPORTING ENTITY

For financial reporting purposes, Ruthven-Ayrshire Community School District has included all funds,
organizations, agencies, boards, commissions and authorities. The District has also considered a |l
potential component units for which it is financially accountable, and other organizations for which the
nature and significance of their relationship with the District are such that exclusion would cause the
District's financial statements to be misleading or incomplete. The Governmental Accounting
Standards Board has set forth criteria to be considered in determining financial accountability. These
criteria include appointing a voting majority of an organization’s governing body, and (1) the ability of
the District to impose its will on that organization or (2) the potential for the organization to provide
specific benefits to, or impose specific financial burdens on the District. Ruthven-Ayrshire Community
School District has no component units which meet the Governmental Accounting Standards Board
criteria.

BASIS OF PRESENTATION

Government-Wide Financial Statements — The Statement of Net Assets and the Statement of
Activities report information on all of the nonfiduciary activities of the District. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by tax and intergovernmental revenues, are reported separately from business
type activities, which rely to a significant extent on fees and charges for service.

The Statement of Net Assets presents the District's nonfiduciary assts and liabilities, with the
difference reported as net assets. Net assets are reported in three categories:

Invested in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bonds, notes and other debt attributable to
the acquisition, construction or improvement of those assets.

Restricted net assets result when constraints placed on net asset use are either externally
Imposed or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the two precedi ng
categories.  Unrestricted net assets often have constraints on resources imposed by
management which can be removed or modified.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those clearly identifiable with a
specific function. Program revenues include: 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function and 2) grants,
contributions and interest restricted to meeting the operational or capital requirements of a particular
function. Property tax and other items not properly included among program revenues are reported
instead as general revenues.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED:

Fund Financial Statements — Separate financial statements are provided for governmental, proprietary
and fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds are reported as separate columns in the fund
financial statements. All remaining governmental funds are aggregated and reported as nonmajor
governmental funds.

The District reports the following major governmental funds:
The General Fund is the general operating fund of the District. All general tax revenues and other
revenues that are not allocated by law or contractual agreement to some other fund are accounted
for in this fund. From the fund are paid the general operating expenditures, including instructional,
support and other costs.

The Capital Projects Fund is used to account for all resources used in the acquisition and
construction of capital facilities.

The District reports the following major proprietary fund:

The District's proprietary fund is the Enterprise, School Nutrition Fund. This fund is used to
account for the food service operations of the District.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide, proprietary and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Reve nues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Property tax is recognized as revenue in the year for which it is levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days after year end.

Property tax, intergovernmental revenues (shared revenues, grants and reimbursements from other
governments) and interest associated with the current fiscal period are all considered to be
susceptible to accrual. All other revenue items are considered to be measurable and available only
when cash is received by the District.

Expenditures generally are recorded when a liability is incurred, as under accrual accoun ting.
However, principal and interest on long-term debt, claims and judgments and compensated absences
are recognized as expenditures only when payment is due. Capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

Under the terms of grant agreements, the District funds certain programs by a combination of specific
cost-reimbursement grants and general revenues. Thus, when program expenses are incurred, there
are both restricted and unrestricted net assets available to finance the program. It is the District's
policy to first apply cost-reimbursement grant resources to such programs, and then general
revenues.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED:

C.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING — CONTINUED:

The proprietary fund of the District applied all applicable GASB pronouncements, as well as the
following pronouncements issued on or before November 30, 1989, unless these pronouncements
conflict with or contradict GASB pronouncements: Financial Accounting Standard Board Sta tements
and Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the
Committee on Accounting Procedure.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating revenues
of the District’'s Enterprise Fund is charges to customers for sales and services. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

The District maintains its financial records on the cash basis. The financial statements of the District
are prepared by making memorandum adjusting entries to the cash basis financial records.

ASSETS, LIABILITIES AND FUND EQUITY

The following accounting policies are followed in preparing the combined balance sheet:

Cash, Pooled Investments, and Cash Equivalents - The cash balances of most District funds are
pooled and invested. Investments are stated at fair value except for the investment in the lowa
Schools Joint Investment Trust which is valued at amortized cost and non -negotiable certificates of
deposit which are stated at cost.

For purposes of the statement of cash flows, all short-term cash investments that are highly liquid
are considered to be cash equivalents. Cash equivalents are readily convertible to known
amounts of cash and, at the day of purchase, they have a maturity date no longer than three
months.

Property Tax Receivable - Property tax in governmental fund types is accounted for using the
modified accrual basis of accounting.

Property tax receivable is recognized in these funds on the levy or lien date, which is the date the
tax asking is certified by the Board of Education. Delinquent property taxes receivable repr esents
unpaid taxes from the current and prior years. The succeeding year property tax receivable
represents taxes certified by the Board of Education to be collected in the next fiscal year for the
purposes set out in the budget for the next fiscal year. By statute, the District is required to certify
its budget in April of each year for the subsequent fiscal year. However, by statute, the tax asking
and budget certification for the following fiscal year becomes effective on the first day of that year.
Although the succeeding year property tax receivable has been recorded, the related revenue is
deferred in both the government-wide and the fund financial statements and will not be recognized
as revenue until the year for which it is levied.

Property tax revenue recognized in these funds become due and collectible in September and
March of the fiscal year with a 1%% per month penalty for delinquent payments; is based on
January 1, 2002 assessed property valuations; is for the tax accrual period July 1, 2003 through
June 30, 2004 and reflects the tax asking contained in the budget certified to the County Board of
Supervisors in April 2003.

Due From Other Governments - Due from other governments represents amounts due from the
State of lowa, various shared revenues, grants, and reimbursements from other governments.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED:
D. ASSETS, LIABILITIES AND FUND EQUITY — CONTINUED:

Inventories - Inventories are valued at cost using the first-in, first-out method for purchased items
and government commodities. Inventories of proprietary funds are recorded as expenses when
consumed rather than when purchased or received.

Capital Assets — Capital assets, which include property, furniture and equipment, are reported in
the applicable governmental or business type activities columns in the govern ment-wide Statement
of Net Assets. Capital assets are recorded at historical cost. Donated capital assets are recorded
at estimated fair market value at the date of donation. The costs of normal maintenance and
repair that do not add to the value of the asset or materially extend asset lives are not capit alized.
Capital assets are defined by the District as assets with an initial, individual cost in excess of the
following thresholds and estimated useful lives in excess of two years.

Asset Class Amount

$ 2,000

BUIIAINGS ... 10,000
Improvements Other Than Buildings 10,000
Furniture and Equipment:
School Nutrition Fund EQUIpMENt .........ccoooiievieiiiiiiieee e 500
Other Furniture and EQUIPMENT .........cooiiiiiiiiieiiee e 2,000

Capital Assets are depreciated using the straight-line method over the following estimated useful
lives:

Estimated
Useful Lives
Asset Class (In Years)
BUIIAINGS ... et e e e 50 years
Improvements Other Than Buildings 20-50 years
Furniture and EQUIPMENT ..........oiiiiiiiiieee e e 5-15 years

Salaries and Benefits Payable — Payroll and related expenditures for teachers with annual
contracts corresponding to the current school year, which are payable in July and August, have
been accrued as liabilities.

Deferred Revenue — Although certain revenues are measurable, they are not available. Available
means collected within the current period or expected to be collected soon enough thereafter to be
used to pay liabilities of the current period. Deferred revenue in the governmental fund financial
statements represents the amount of assets that have been recognized, but the related revenue
has not been recognized since the assets are not collected within the current period or expected to
be collected soon enough thereafter to be used to pay liabilities of the current period. Deferred
revenue consists of unspent grant proceeds as well as property tax receivable and o ther
receivables not collected within sixty days after year end.

Deferred revenue in the Statement of Net Assets consists of succeeding year property tax
receivable that will not be recognized as revenue until the year for which it is levied.

Compensated Absences — District employees accumulate a limited amount of earned but unused
vacation for subsequent use. However it is not payable upon termination, death or retirement.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED:
D. ASSETS, LIABILITIES AND FUND EQUITY — CONTINUED:

Long-Term Liabilities — In the government-wide financial statements, long-term debt and other
long-term obligations are reported as liabilities in the governmental activities column in the
Statement of Net Assets.

Fund Equity — In the governmental fund financial statements, reservations of fund balance are
reported for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose.

Restricted Net Assets — In the government-wide Statement of Net Assets, net assets are reported
as restricted when constraints placed on net asset use are either externally imposed by creditors,
grantors, contributors or laws and regulations of other governments or imposed by law through
constitutional provisions or enabling legislation.

E. BUDGETS AND BUDGETARY ACCOUNTING

The budgetary comparison and related disclosures are reported as Required Supplementary
Information. During the year ended June 30, 2004, disbursements in the other expenditures area
exceeded the amounts budgeted.

NOTE 2 - CASH AND POOLED INVESTMENTS:

The District’'s deposits in banks at June 30, 2004, were entirely covered by Federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for additional
assessments against the depositories to insure there will be no loss of public funds.

The District is authorized by statute to invest public funds in obligations of the United States government, its
agencies, and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Education; prime eligible bankers acceptances; certain high -
rated commercial paper; perfected repurchase agreements; certain registered open-end management
investment companies; certain joint investment trusts; and warrants or improv ement certificates of a drainage
district.

NOTE 3 — DUE FROM AND DUE TO OTHER FUNDS:

The detail of interfund receivables and payables at June 30, 2004, is as follows:

Receivable Payable
Fund Fund Amount
General Special Revenue:
Physical Plant and Equipment Levy $ 8,726

NOTE 4 - IOWA SCHOOL CASH ANTICIPATION PROGRAM (ISCAP):

There were no lowa School Cash Anticipation Program (ISCAP) transactions during the year ended June 30,
2004.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 5 — CAPITAL ASSETS:
Capital Assets activity for the year ended June 30, 2004, was as follows:

BALANCE
BEGINNING OF BALANCE
YEAR, as Restated END OF
(Note 10) INCREASES DECREASES YEAR
Governmental Activities:
Capital Assets Not Being Depreciated:
Land....ccooiiiieieieenen e $ 10567 $ -0- $ -0- $ 10,567
Capital Assets Being Depreciated:
BUIlAINGS ..o e $1,194490 $ 91346 $ -0- $ 1,285,836
Furniture and Equipment................ccc.e... 1,007,666 65,565 -0- 1,073,231
Total Capital Assets Being
Depreciated $2,202,156 $ 156911 $ -0-  $ 2,359,067
LESS - Accumulated Depreciation For:
BUIlAINGS ..o e $ 1488 % 8,130 $ -0- $ 23,015
Furniture and Equipment................ccc...... 365,701 33,445 -0- 399,146
Total Accumulated Depreciation $ 380586 $ 41575 $ -0-  $ 422,161
Total Capital Assets Being
Depreciated, Net $1821570 $ 115336 $ -0-  $ 1,936,906
Governmental Activities Capital
Assets, Net $1832137 $ 115336 $ -0- $1.947.473
BALANCE BALANCE
BEGINNING END OF

OF YEAR INCREASES DECREASES YEAR

Business Type Activities:

Furniture and Equipment..........ccccccecvvneene. $ 54594 % -0- % -0- $ 54594
LESS — Accumulated Depreciation ........... 49,795 827 -0- 50,622
Business Type Activities Capital

Assets, Net $ 4,799 $ 827 $ -0- $ 3,972

Depreciation expense was charged to the following functions:

Governmental Activities:

Instruction:
REGUIAT ...ttt ettt ettt e et e st te et +ateesbeeteesae e e e essesteeabe et Sareenbeareesaeeeeaneenrean $ 22,493
Support Services:
Operation and Maintenance Of Plant.............coiiiiiiiiis e e 14,885
I U] o101 7= i o] o PRSP P O PR PPPOPPR 4,197
Total Depreciation Expense — Governmental Activities $ 41,575

Business Type Activities:
FOOO SErVICE OPEIALIONS......ccutieiiiieitie ittt ettt ettt sbee heeeab e e st e e et e saneesteeenas sreeas $ 827
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 6 — LONG-TERM LIABILITIES:

Changes in long-term liabilities for the year ended June 30, 2004, are summarized as follows:

BALANCE BALANCE DUE
BEGINNING END OF WITHIN
OF YEAR ADDITIONS REDUCTIONS YEAR ONE YEAR
Early Retirement .........cccccevvvevviceinens o $ 31,250 $ -0- % 6,200 $ 25050 $ 6,200
Compensated ADSENCES ..........cccecueenee. -0- 1,225 -0- 1,225 1,225
TOTAL $ 31250 $ 1,225 $ 6,200 $ 26275 $ 7,425

Early Retirement

The District offers a voluntary early retirement plan to its certified employees. Eligible employees must be at
least fifty-five and must have completed fifteen years of continuous service to the District. Employees must
complete an application which is subject to approval by the Board of Education. Early retirement incentives are
based on age and the employee’s annual salary. Early retirement expenditures for the ye ar ended June 30,
2004, totaled $6,200.

NOTE 7 - PENSION AND RETIREMENT BENEFITS:

The District contributes to the lowa Public Employees Retirement System (IPERS), which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. IPERS provides retirement
and death benefits which are established by State statute to plan members and beneficiaries. IPERS issues a
publicly available financial report that includes financial statements and required supplementary informa tion. The
report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines, lowa, 50306 -9117.

Plan members are required to contribute 3.70% of their annual covered salary and the District is required to
contribute 5.75% of annual covered payroll for the years ended June 30, 2004, 2003, and 2002. Contribution
requirements are established by State statute. The District’s contribution s to IPERS for the years ended June
30, 2004, 2003, and 2002, were $74,452, $72,740, and $72,505 respectively, equal to the required contributions
for each year.

NOTE 8 - RISK MANAGEMENT:

Ruthven-Ayrshire Community School District is exposed to various risks of loss related to torts; theft; damage to
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. These risks are
covered by the purchase of commercial insurance. The District assumes liability for any deductibles and claims in
excess of coverage limitations. Settled claims from these risks have not exceeded commercial insura nce
coverage in any of the past three fiscal years.

NOTE 9 - AREA EDUCATION AGENCY:

The District is required by the Code of lowa to budget for its share of special education support, media and
educational services provided through the area education agency. The District's actual amount for this purpose
totaled $79,743 for the year ended June 30, 2004, and is recorded in the General Fund by making a
memorandum adjusting entry to the cash basis financial statements.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED

JUNE 30, 2004

NOTE 10 — ACCOUNTING CHANGE AND RESTATEMENTS:

Governmental Accounting Standards Board Interpretation No. 6, Recognition and Measurement of Certain
Liabilities and Expenditures in Governmental Fund Financial Statements, was implemented for the year ended
June 30,2004. The interpretation modifies when compensated absence and early retirement liabilities are
recorded under the modified accrual basis of accounting.

Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and Management’'s
Discussion and Analysis - for State and Local Governments; Statement No. 37, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments; Omnibus; and Statement No. 38,
Certain Financial Statement Note Disclosures; and Statement No. 41, Budgetary Comparison Schedule —
Perspective Differences, were implemented for the year ending June 30, 2004 . The statements create new basic
financial statements reporting the District’s financial activities . The financial statements now include government-
wide financial statements prepared on an accrual basis of accounting and fund financial statements which
present information for individual major funds rather than by fund type. Nonmajor funds are presented in total in
one column.

The government-wide financial statements separate the District’'s program between governmental and business
type activities. The beginning net assets for gover nmental activities has been restated to include capital assets,
long-term liabilities and the changes in assets and liabilities at July 1, 2003, caused by the conversion to the
accrual basis of accounting.

The effects of the accounting changes and other restatements in the governmental activities are summarized as
follows:

FUND
NONMAJOR
CAPITAL SPECIAL
GENERAL PROJECTS REVENUE TOTAL
Net Assets July 1, 2003, as
Previously Reported..........cccceevervevevnnenns $ 438041 $ -0- $ 390,128 $ 828,169
GASB 34 Adjustments:
Capital Assets, Net of Accumulated Depreciation of $380,586............cccccvvveviririnies cervenieens 1,832,137
Long-Term Liabilities:
Early REUIEMENT ....ccueeiiiiicii et ceteeeie et es eeteevensaens $ 25,050
Compensated ADSENCES .......cccuiirieeiriiieitieiis creesiee st s 1,225 (26,275)
Net Assets — July 1, 2003, as Restated $ 2,634,031
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE OF RECEIPTS, DISBURSEMENTS AND CHANGES IN BALANCES -
BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS AND PROPRIETARY FUND
REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2004

RECEIPTS:

LOCAl SOUICES ......ceeeeeieeeieecccccc e
StAte SOUICES ..cvvniiiii e e
Federal SOUICES .......ccoovvviiiiiiiicc e,

TOTAL RECEIPTS

DISBURSEMENTS:

INSTFUCHION ... e
SUPPOIT SEIVICES ..oviiiiiiiiiiie et e
Non-Instructional Programs ...........cccoccceeeeeniiiie s
Other EXpenditures.........ccceeeviiveiee e e

TOTAL DISBURSEMENTS

EXCESS (DEFICIENCY) OF RECEIPTS
OVER (UNDER) DISBURSEMENTS

OTHER FINANCING SOURCES, Net

Excess (Deficiency) of Receipts and Other Financing
Sources Over (Under) Disbursements and Other
Financing Uses

BALANCES - BEGINNING OF YEAR

BALANCES - END OF YEAR

See accompanying independent auditor’s report.

PROPRIE-

GOVERNMENTAL TARY BUDGETED FINAL TO

FUNDS FUND TOTAL AMOUNTS ACTUAL

ACTUAL ACTUAL ACTUAL FINAL VARIANCE

.................. $ 1355607 $ 41,794 $ 1,397,401 $ 1,301,580 $ 95,821
.................. 981,925 1,522 983,447 1,022,642 (39,195)
.................. 111,729 40,335 152,064 184,390 (32,326)
$ 2449261 $ 83651 $ 2532912 $ 2508612 $ 24,300

.................. $ 1,402,360 $ -0- $ 1,402,360 $ 1,768,709 $ 366,349
.................. 643,796 -0- 643,796 837,900 194,104
.................. -0- 82,050 82,050 104,030 21,980
.................. 169,116 -0- 169,116 141,473 (27,643)
$ 2215272 % 82050 $ 2297322 $ 2852112 $ 554,790

$ 233989 % 1601 $ 235590 $ (343,500) $ 579,090

501 -0- 501 -0- 501

$ 234,490 $ 1601 $ 236,091 $ (343,500) $ 579,591

794,921 21,667 816,588 634,096 182,492

$ 1029411 $ 23268 $ 1,052,679 $ 290,596 $ 762,083
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE — BUDGET TO GAAP RECONCILIATION
REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2004

------------ Governmental Funds------------
Accrual Modified
Cash Adjust- Accrual
Basis ments Basis
REVENUES .....uiiiiiiiiiiiiiiiie et e eeeees sassnssenenenennne $ 2449261 $ (103,099) $ 2,346,162
EXPENITUIES ...t e e e e e 2,215,272 101,956 2,317,228
L= SO PR PP $ 233,989 $ (205,055) $ 28,934
Other Financing Sources, Net .........cccvviveeiiiiieiie e 501 -0- 501
BEGINNING FUND BALANCES 794,921 33,248 828,169
ENDING FUND BALANCES $ 1029411 $ (171,807) $ 857,604
------- Proprietary Fund Enterprise-------
Accrual
Cash Adjust- Accrual
Basis ments Basis
REVENUES ....veiiie ittt sttt e et et snae b $ 83,651 $ 9,743 % 93,394
EXPEINSES ..ttt s e e s aa e 82,050 8,844 90,894
L= PP $ 1,601 $ 899 % 2,500
Beginning Net Assets 21,667 5,248 26,915
Ending Net Assets $ 23268 $ 6,147 $ 29,415

See accompanying independent auditor’s report.

Page 24



RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY REPORTING

YEAR ENDED JUNE 30, 2004

In accordance with the Code of lowa, the Board of Education annually adopts a budget following required public
notice and hearing for all funds except Private Purpose Trust and Agency Funds. The budget may be amended
during the year utilizing similar statutorily prescribed procedures. The District’'s budget is prepared on the cash
basis. Encumbrances are not recognized on the cash basis budget and appropriations lapse at year end.

Formal and legal budgetary control for the certified budget is based upon four major classes of expenditures
known as functions, not by fund or fund type. These four functions are instruction, support services, non-
instructional programs and other expenditures. Although the budget document presents function expenditures o r
expenses by fund, the legal level of control is at the aggregated functional level, not by fund. The Code of lowa
also provides District expenditures in the General Fund may not exceed the amount authorized by the school
finance formula.

During the year ended June 30, 2004, disbursements in the other expenditures function exceeded the amounts
budgeted.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT
COMBINING BALANCE SHEET

NON-MAJOR SPECIAL REVENUE FUNDS

ASSETS

Cash and Pooled Investments.................

Receivables:
Property Tax:

Delinquent........cccceeeeviiiciiiieeeee e,
Succeeding Year.......cccooviccviiieenenenn.
ACCOUNES ...

TOTAL ASSETS

LIABILITIES AND FUND EQUITY

Liabilities:

Accounts Payable ...........ccccccooininine.
Interfund Payable.........cccccceevvvnnnnnen.

Deferred Revenue:

Succeeding Year Property Tax.........

TOTAL LIABILITIES

Fund Equity:

Unreserved Fund Balances. ...................

TOTAL LIABILITIES
AND FUND EQUITY

JUNE 30, 2004

Schedule 1

PHYSICAL

MANAGE- PLANT AND

MENT STUDENT EQUIPMENT
LEVY ACTIVITY LEVY TOTAL
$ 34,363 $ 41,522 $ 290,963 $ 366,848
306 -0- 1,090 1,396
20,100 -0- 71,200 91,300
-0- 166 -0- 166
$ 54,769 $ 41,688 $ 363,253 $ 459,710
$ -0- $ 262 $ 19,836 $ 20,098
-0- -0- 8,726 8,726
20,100 -0- 71,200 91,300
$ 20,100 $ 262 $ 99,762 $ 120,124
$ 34,669 $ 41426 $ 263,491 $ 339,586
$ 54,769 $ 41,688 $ 363,253 $ 459,710

See accompanying independent auditor’s report.
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NON-MAJOR SPECIAL REVENUE FUNDS

YEAR ENDED JUNE 30, 2004

Schedule 2

PHYSICAL
MANAGE- PLANT AND
MENT STUDENT EQUIPMENT
LEVY ACTIVITY LEVY TOTAL
Revenues:
Local Sources:
[0 Tox: L IV GOSN $ 20,075 $ -0- $ 71,192 $ 91,267
Other. ... 1,904 44,286 5,712 51,902
State SOUICeS ......ooooeeeeiiiiie 21 -0- 25,075 25,096
TOTAL REVENUES $ 22,000 $ 44,286 $ 101,979 $ 168,265
Expenditures:
Current:
Instruction:
Regular Instruction............cccceeevivneeens $ 7,855 $ -0- $ 9,000 $ 16,855
Other INStruction ..o, -0- 49,762 -0- 49,762
Support Services:
Student Services.........ooocuveiieeiieeiinnn, 200 -0- -0- 200
Administration Services..........cccceevnnen. 8,003 -0- -0- 8,003
Operation & Maintenance of
Plant Services........coocevvviiveeviiienene 20,190 -0- -0- 20,190
Transportation Services.........ccccccceeeennn. 5,043 -0- 29,381 34,424
Other Expenditures:
Facilities Acquisition............ccccccovviiieneen. -0- -0- 89,373 89,373
TOTAL EXPENDITURES $ 41291 $ 49,762 $ 127,754 $ 218,807
Excess (Deficiency) of Revenues
Over (Under) Expenditures $ (19,291) $ (b476) $ (25,775 $ (50,542)
FUND BALANCES — BEGINNING
OF YEAR, as Restated 53,960 46,902 289,266 390,128
FUND BALANCES - END OF YEAR $ 34,669 $ 41,426 $ 263,491 $ 339,586

See Accompanying Independent Auditor’'s Report.
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Boys Football
J.H. Football
ball ..o,
Boys Wrestling
Girls Basketball
Girls Volleyball
Girls Softball

Boys Base

Activity Tic

Earth Day

See accompanying independent auditor’s rep ort.

RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

SCHEDULE OF CHANGES IN SPECIAL REVENUE FUNDS

ACCOUNT

RIACIUD ... e e
National Honor Society
Music Club
]
[2T0T0] Q- 11 SO
YEArDOOK ... e
g1 =T =) PR
Student Council
Mentor Club
AT CIUD ... e
Class of 2003
Class of 2004
Class of 2005
Class of 2009
Fundraiser .........cccccccceveieiienn.
Ending Accruals
Beginning Accruals

TOTAL

STUDENT ACTIVITY ACCOUNTS

YEAR ENDED JUNE 30, 2004

Schedule 3

BALANCE BALANCE
BEGINNING EXPEND- END

OF YEAR REVENUES ITURES  OF YEAR
$ 543 $ 0- % 152 $ 391
14,084 761 5,354 9,491

2 -0- 2 -0-

203 444 -0- 647

735 1,328 576 1,487

7,870 5,169 6,316 6,723

1,044 652 576 1,120

609 3,624 3,033 1,200

14 -0- -0- 14

1,131 -0- -0- 1,131

5,457 3,527 3,756 5,228

32 2,032 1,929 135

2,371 3,180 2,048 3,503

122 -0- -0- 122

2,196 636 1,991 841

422 3,000 3,418 4

866 25 389 502

11 4,745 2,980 1,776

451 1,052 1,037 466

11 4,805 4,209 607

630 -0- -0- 630

890 24 -0- 914

1,778 577 2,355 -0-

402 -0- -0- 402

131 -0- -0- 131

2,729 -0- 2,040 689

-0- 9,796 6,428 3,368

-0- 55 55 -0-
773 83 856 -0-

-0- 166 262 (96)

1,395 (1,395) -0- -0-

$ 46902 $ 44286 $ 49762 $ 41,426
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Schedule 4

RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

SCHEDULE OF REVENUES BY SOURCE AND EXPENDITURES BY FUNCTION
ALL GOVERNMENTAL FUNDS

YEARS ENDED JUNE 30,

MODIFIED ACCRUAL BASIS

2004 2003
Revenues:
Local Sources:

LOCAI TBX: +eveeeeeneee e e e et e e e e e e e e e et e e e e e et e e e e e e e e e et e e e e e e e et e e e eaeeee vennneeeen $ 929665 $ 982,066
LIV L1 1o TP 126,847 122,130
(01 01 N 195,996 197,266

SEALE SOUICES ... et e e e e et e e e e e e e e e e e e st e e e e eeeae saeaaeeees 981,925 1,006,617
FEAEBIAl SOUICES ... ..ottt ettt et e e e e e e e e e e s e e e e eeaas aeeaes 111,729 116,463
TOTAL $ 2346162 $ 2,424,542
Expenditures:
Instruction:

ReQUIAT INSEIUCHION ....ceiieieiee e ettt e e e e e e e e e $ 1,015731 $ 973,501

SPECIAI INSLIUCTION ...vvviiiiiiiiiice e e e e e e e e e e e et eeeeeaan 350,817 330,766

(@) (=T 11 (Tt 1 0] o IR 137,768 155,483

Support Services:

) (U0 [T g AT VA o T T 53,979 86,932

INStructional Staff SEIVICES ......uvvviiiiiiiiiiiiiiie e e e e e e e e crarabbrbrrrarees 31,770 28,449

AdMINISITAtION SEIVICES ...t et ettt e e et e e e et e s seeraae e e e raa e eeeaas 308,610 288,935

Operation & Maintenance of Plant SEIVICES ........cccccoveiivieeee i e 140,566 129,157

TranSPOrtation SEIVICES ......coiiuuiiie et ee e et e e e et e e e et eee e e e s eneees 108,871 124,342

Other Expenditures:
FacilitieS ACQUISILION ...t e st e e e e e e e e e e e eaees 89,373 22,939
AEA FIOWENIOUQGN ..o ettt et e e e s 79,743 85,359
TOTAL $ 2317228 $ 2,225863

See accompanying independent auditor’s report.
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DAVID A. MASKE

110 West 4™ Street, Suite # 205 Certified Public Accountant 712/262-6087
P.O. Box 1297 (fax) 712/262-6089
Spencer, IA 51301

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING

To the Board of Education
Ruthven-Ayrshire Community School District
Ruthven, lowa

| have audited the financial statements of Ruthven-Ayrshire Community School District, as of and for the year ended June 30,
2004, and have issued my report thereon dated December 13, 2004. | conducted my audit in accordance with U.S. generally
accepted auditing standards, Chapter 11 of the Code of lowa, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Ruthven-Ayrshire Community School District's financial
statements are free of material misstatement, | performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, non-compliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objecive of my audit and,
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of non-compliance that are
required to be reported under Government Auditing Standards. However, | noted certain immaterial instances of non-
compliance that are described in Part Il of the accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the District's operations for the year ended June 30, 2004 are
based exclusively on knowledge obtained from procedures performed during my audit of the financial statements of the District.
Since my audit was based on tests and samples, not all transactions that might have had an impact on the comments were
necessarily audited. The comments involving statutory and other legal matters are not intended to constitute legal
interpretations of those statutes. Prior year statutory comments have all been resolved.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the Ruthven-Ayrshire Community School District's internal control over
financial reporting in order to determine my auditing procedures for the purpose of expressing my opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, | noted certain matters
involving the internal control over financial reporting and its operation that | consider to be reportable conditions. Reportable
conditions involve matters coming to my attention relating to significant deficiencies in the design or operation of the internal
control over financial reporting that, in my judgment, could adversely affect the District's ability to record, process, summarize
and report financial data consistent with the assertions of management in the financial statements. Reportable conditions are
described in Part | of the accompanying Schedule of Findings.

A material weakness is a condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. My consideration of the internal control over financial reporting would not necessarily disclose all
matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses. However, the reportable conditions described above, | believe
item 04-1-A, is a material weakness. Prior year reportable conditions have all been resolved except for item 04-1-A.

This report, a public record by law, is intended solely for the information and use of the officials, employees and citizens of the
Ruthven-Ayrshire Community School District and other parties to whom Ruthven-Ayrshire Community School District may
report. This report is not intended to be and should not be used by anyone other than these specified parties.

I would like to acknowledge the many courtesies and assistance extended to me by personnel of the Ruthven-Ayrshire

Community School District during the course of my audit. Should you have any questions concerning any of the above matters,
I shall be pleased to discuss them with you at your convenience.

December 13, 2004 DAVID A. MASKE
Spencer, lowa Certified Public Accountant
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RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2004

PART | - FINDINGS RELATED TO THE FINANCIAL STATEMENTS:

INSTANCES OF NON-COMPLIANCE:

No matters were reported.

REPORTABLE CONDITIONS:

04-I-A

Segregation of Duties — One important aspect of internal control is the segregation of
duties among employees to prevent an individual employee from handling duties which
are incompatible. One individual is primarily responsible for recording and reconciling the
books and records of the District.

RECOMMENDATION - | realize segregation of duties is difficult with a limited number of
office employees. However, the District should review its procedures to obtain the
maximum internal control possible under the circumstances.

RESPONSE - We will continue our review our procedures and implement additional
controls where possible.

CONCLUSION - Response accepted.

PART Il - OTHER FINDINGS RELATED TO STATUTORY REPORTING:

04-11-A
04-11-B
04-11-C
04-11-D
04-1I-E

Official Depositories - Official depositories have been approved by the District. The
maximum deposit amounts approved were not exceeded during the year ended June 30,
2004.

Certified Budget - Disbursements for the year ended June 30, 2004, exceeded the
certified budget amounts in the other expenditures function.

Recommendation - The certified budget should have been amended in accordance with
Chapter 24.9 of the Code of lowa before disbursements were allowed to exceed the
budget.

Response — Future budgets will be amended in sufficient amounts to ensure the certified
budget is not exceeded.

Conclusion - Response accepted.
Questionable Expenditures - No expenditures that may not meet the requirements of

public purpose as defined in the Attorney General's opinion dated April 25, 1979, were
noted.

Travel Expense - No expenditures of District money for travel expenses of spouses of
District officials or employees were noted. No travel advances to District officials or
employees were noted.

Business Transactions - No business transactions between the District and District
officials or employees were noted.
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04-1I-F
04-1I-G
04-11-H
04-11-I
04-11-J

RUTHVEN-AYRSHIRE COMMUNITY SCHOOL DISTRICT

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2004

Bond Coverage - Surety bond coverage of District officials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewed
annually to insure that the coverage is adequate for current operations.

Board Minutes - No transactions were found that | believe should have been approved in
the Board minutes but were not.

Certified Enrollment - No variances in the basic enrollment data certified to the
Department of Education were noted.

Deposits _and Investments - No instances of non-compliance with the deposit and
investment provisions of Chapters 12B and 12C of the Code of lowa and the District's
investment policies were noted.

Certified Annual Report — The Certified Annual Report was filed with the Department of
Education timely, and | noted no significant deficiencies in the amounts reported.
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